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September 15, 2017 

 

The Honourable William Francis Morneau 

Minister of Finance 

Department of Finance Canada 

90 Elgin Street 

Ottawa, Ontario K1A 0G5 

 

 

Dear Minister: 

 

Re: OSFI Proposed Changes to Canadian Mortgage Rules 

 

Last fall, the Urban Development Institute (UDI) wrote you regarding the sweeping 

changes made by the government to further limit mortgage lending in Canada 

through required stress tests for new mortgages and further mortgage default 

insurance eligibility restrictions.  We noted at the time, that the policy was one of 

many over the past eight years that have been introduced by the Federal 

Government to “cool” the housing market. Amortization periods have been reduced 

and down payment requirements have increased to further limit the purchasing 

opportunities of homebuyers.  

 

Despite the CMHC data that shows BC and Toronto are both well below the national 

average mortgage default rate of 0.5%,  we understand the Office of the 

Superintendent of Financial Institutions (OFSI) is considering adding even more 

restrictions. Whereas the stress tests introduced last October only applied to insured 

mortgages in which the down payment was less than 20%; they will now apply to all 

mortgages – no matter the size of the down payment or whether the mortgages are 

insured or not. Homebuyers will face an even greater erosion to their purchasing 

power resulting in fewer buying options available to them.  Many young families and 

first-time home buyers will be priced out of the housing market – perhaps an 

unintended result of these rules and restrictions. 

 

This new initiative proposed by OSFI appears excessive in view of the impact that 

the rules imposed by the Federal Government have already had in the housing 

market. You have stated to the Parliamentary Finance Committee that “… the 

[October 2016] rule changes are having their intended effect.” You were correct, as 

Globe & Mail has reported “Canadian existing-home sales were down 2.1 per cent in 

July, representing a fourth consecutive month of decline.”  The October 2016 rules 

have already achieved the objective of adequately reducing the risks associated with 

residential mortgages by requiring either high down payments or requiring borrowers 

to demonstrate a greater ability to service debt payments if interest rates rise. 

 

 

http://www.udi.bc.ca/
https://www.cmhc-schl.gc.ca/en/hoficlincl/observer/observer_145.cfm
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Additional Demand-Side Measures Imposed in BC 

 

In addition to the mortgage tightening rules imposed by the Federal Government, a 

number of other demand-side measures have already been introduced in Ontario and 

British Columbia to “cool” those respective housing markets. We have seen taxes on 

luxury homes, foreign buyers and vacant units. More demand-side measures are 

likely to be implemented at the provincial level. At the same time, the Bank of 

Canada is beginning to increase the prime lending rate, which will further dampen 

demand for housing.  

 

Industry Impacts to BC GDP 

 

We are concerned that increasing government action to restrict demand may 

undermine our industry, which is critical to the Canadian economy. In British 

Columbia alone, the real estate and development sector provides over 200,000 jobs 

(including direct, indirect, and induced). It has been noted in the media that 50,000 

jobs could be lost with a 15% reduction in national housing starts. In B.C., the sector 

also represents 25% of the province’s GDP and provides $4 billion in taxation and 

fees to all levels of government. We urge you not to put these jobs, economic 

activity, retirement equity in home assets and government revenues at risk.  

 

We are also concerned about the impact that these new mortgage measures might 

have on housing affordability as a whole and, in particular, housing affordability for 

young Canadian families that are trying to buy their first homes. 

 

Regional Solutions 

 

In many parts of Canada, there was never a justification to introduce mortgage 

restrictions. These rules have been put in place largely to address concerns about 

the Toronto and Vancouver housing markets. Most housing markets in Canada have 

not seen rapid price increases. Some have even been in decline. However, as in the 

past, these mortgage restrictions will still be applied in these areas – even if they are 

facing difficult economic times (e.g. rural and northern British Columbia). UDI has 

suggested in the past that the Government consider moving away from nationwide 

mortgage rules in favour of a regional approach. The Managing Director of the 

International Monetary Fund has made similar recommendations, and the B.C. 

Government used this approach with Foreign Buyers’ Tax (applying only to Metro 

Vancouver) and the Vacancy Tax, which applies only to the City of Vancouver. We 

ask you to again consider this regional approach – especially if OSFI moves forward 

with the proposed additional restrictions on mortgage lending.  Perhaps the OSFI, in 

the context of aiding regional affordability, would also consider allowing residents in 

higher cost housing markets such as Toronto and Vancouver to borrow more than 

the first-time homeowner 25K loan cap from their RRSP, set by the federal 

government.  

 

Additional Housing Supply Needed 

 

In terms of managing rapidly increasing house prices, UDI has been encouraging 

governments, including yours, to take steps to increase the supply of housing – 

especially in fast growing communities. We hope this will become more of a focus for 

the Federal Government. This is critical, especially with increasing immigration 

levels, coupled with local demand from millennials and boomers downsizing to 

smaller units. Even more housing units will be needed to accommodate increasing 

https://www.canada.ca/en/revenue-agency/services/tax/individuals/topics/rrsps-related-plans/what-home-buyers-plan.html
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residents in Canada’s fastest growing cities, or housing prices will continue to 

escalate. UDI has suggested in the past that the government link density targets to 

urban infrastructure investments such as transit, and reconsider using tax incentives 

to support rental housing expansion. The latter will be particularly important for 

renters because they will be negatively impacted by the new mortgage rules. As we 

have stated in the past, “If potential homebuyers cannot obtain loans, they will 

remain in the rental market, which is already strained.”  In Vancouver, the vacancy 

rate is less than 1%, so increasing the competition for rental units will only increase 

rents. 

 

We hope that the Federal Government and OSFI will reconsider these new mortgage 

rule restrictions. They are unnecessary at this time; and, in many respects, are 

counterproductive to growing our economy and improving housing affordability.  

 

 

Yours sincerely,  

 

 

 

 

 

 

 

Anne McMullin 

President & CEO 

 

 

cc: Jeremy Rudin, Superintendent 

Office of the Superintendent of Financial Institutions 
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